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Introduction  and  Acknowledgments 

Universities  have  significant  impacts  on  the  communities  of  which  they  are  a  part, 
including  a  substantial  economic  impact.  The  University  of  Massachusetts  Amherst  is 
no  exception. 

Throughout  the  country,  universities  have  undertaken  studies  to  measure  their 
economic  impact  on  the  regions,  both  broad  and  narrow,  in  which  they  are  located. 
The  primary  objective  of  such  studies  has  been  to  demonstrate  the  important  economic 
role  that  universities  play  in  attracting  revenue  from  inside  and  outside  their  regions, 
and  to  pinpoint  the  major  force  they  exert  on  employment  and  output. 
In  1990  the  Office  of  the  Chancellor  at  the  University  of  Massachusetts  Amherst 
completed  a  study^  to  measure  the  economic  impact  of  the  University  on  both  the  local 
region  and  the  Commonwealth  as  a  whole.  This  present  study  updates  the  1990  study 
by  focusing  on  data  from  fiscal  year  1995,  and  expands  it  by  looking  in  greater  detail  at 
the  constituent  elements  that  make  up  the  flow  of  revenue  into,  and  expenditures  from, 
the  university  community. 

This  report  presents  the  results  of  the  recent  study.  We  first  offer  an  executive 
summary  of  our  findings  in  Section  I,  and  in  Section  II  we  briefly  introduce  the  concept 
of  economic  impact  analysis.  In  Section  III  we  discuss  the  major  revenue  and 

'  Chemoff,  J.  W.  (1990).  "The  Regional  Economic  Impact  of  the  University  of  Massachusetts."  Amherst,  MA: 
University  of  Massachusetts. 
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expenditure  flows  at  the  University  of  Massaciiusetts  Amherst,  and  we  briefly  describe 
two  important  concepts  in  analyzing  the  economic  impact  of  activity  attributable  to  the 
Amherst  campus:  revenue  leveraging  and  secondary  impacts.  Section  IV  describes  a 
simple  economic  model  of  the  university  system,  broken  into  major  spending  units  and 
their  interconnections.  Section  V  contains  detailed  analyses  of  revenue  and 
expenditure  flows  of  the  various  constituents  of  the  university  enterprise.  Finally,  after  a 
brief  Conclusion,  we  present  in  an  appendix  a  number  of  detailed  tables  with  supporting 
data  for  all  sections  of  the  report. 

A  study  of  this  scope  requires  the  collection,  combination,  and  analysis  of  large 
amounts  of  data  from  sources  throughout  the  university  system.  Without  the  willing 
cooperation  of  people  in  many  different  units  in  that  system  the  study  could  not  have 
been  completed.  We  would  like  to  offer  profuse  thanks,  therefore,  to  these  people: 


Burt  Batty 
Thorr  Bjorn 
Marilyn  Blaustein 
Jim  Cahill 
Brenda  demons 
Lynda  Kamik 
Jayne  Krause 
Barry  Lanstein 
Bob  Liebowitz 
Bruce  Mougin 
Kathleen  O'Dowd 
John  Rufo 
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Ruth  Yanka 


Joyce  Smar 
Marty  Smith 


Janet  Wanczyk 


Jim  Weaver 
Dave  Wilbur 


Meredith  Schmidt 
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Christine  Wilda 
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I.  Summary 

The  university  community  and  its  units.  The  University  of  Massachusetts  Amherst, 
broadly  considered — ^to  which  we  refer  in  this  report  as  the  university  community — 
consists  of  four  spending  units:  faculty  and  staff,  students,  visitors,  and  the  University 
proper.  The  University  proper,  the  largest  unit,  serves  as  the  stimulus  for  the  other 
three. 

Resources.  In  fiscal  year  1995,  estimated  resources  of  $599.75  million  flowed  into  the 
university  community.  Of  this  amount,  $28.16  million  were  health  and  retirement 
benefits  to  faculty  and  staff;  $378.32  million  were  non-student  revenues  paid  to  the 
University  proper;  $183.16  million  were  student  resources;  and  $10.1 1  million  were 
visitor  resources. 

Of  the  $599.75  million  in  resources,  12  percent  originated  within  the  three-county 
Pioneer  Valley,  57  percent  outside  that  region  but  inside  Massachusetts,  and  31 
percent  outside  Massachusetts. 

Expenditures.  On  the  other  side  of  the  coin,  disbursements  of  the  total  $599.75  million 
in  resources  can  be  divided  into  transfers — ^funds  that  flow  essentially  to  other  public 
bodies — and  real  expenditures — purchases  of  goods  and  services.  Transfers  during  FY 
1995  are  estimated  at  $184.53  million.  Real  expenditures  by  the  university  community 
are  estimated  at  $415.22  million. 
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Of  the  $415.22  million  of  expenditures  made  by  the  university  community,  65  percent 
were  made  within  the  Pioneer  Valley,  13  percent  outside  the  Valley  but  inside 
Massachusetts,  and  22  percent  outside  Massachusetts. 

Leveraging.  These  resource-expenditure  figures  represent  enormous  "leveraging"  at 
the  regional  level:  for  each  $1 .00  of  resources  the  university  community  absorbed  from 
the  three-county  region,  $7.48  flowed  into  the  system  from  elsewhere.  Considered 
another  way,  the  12  percent  of  the  revenue  flow  that  came  to  the  university  community 
from  the  Pioneer  Valley  yielded  65  percent  of  the  expenditure  flow,  exclusive  of 
transfers. 

The  multiplier  effect.  Furthermore,  financial  resources  generate  secondary  impacts, 
producing  a  multiplier  effect,  when  they  are  used  to  purchase  goods  and  services.  The 
multiplier  effect  is  felt  both  in  employment  (i.e.,  jobs)  and  in  expenditures.  For  this  study 
we  estimate  the  employment  and  expenditure  multipliers  of  the  university  community  at 
2.00  and  2.60,  respectively.  Thus  the  local  expenditure  of  $272.5  million  in  FY1995  we 
estimate  to  have  yielded  $436  million  of  additional  economic  activity  in  the  Pioneer 
Valley.  The  expenditure  of  $474  million  in  Massachusetts  (including  the  Pioneer  Valley) 
yielded  a  total  of  $758.4  additional  economic  activity— $1.2  billion  in  all.  The 
employment  multiplier  of  2.0  indicates  that  for  every  job  at  the  University  proper, 
another  job  is  created  to  accommodate  the  additional  economic  activity.  The  Amherst 
campus,  we  estimate,  is  responsible  for  a  total  of  10,000  jobs  in  the  University  region. 
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Another  way  of  looking  at  this  is  that  a  $15  million  cut  in  university  expenditures  would 
lead  to  an  estimated  reduction  of  $39  million  in  total  expenditures  and  an  estimated  loss 
of  284  jobs  in  the  region. 

Expenditures  by  the  university  community.  Faculty  and  staff  were  the  most 
significant  unit  in  terms  of  purchases  of  goods  and  services.  Faculty  and  staff 
expenditures  are  estimated  at  $185.29  million  for  fiscal  year  1995;  and  92  percent  of 
this  figure — $169.69  million — was  spent  in  the  Pioneer  Valley  region. 
Purchases  by  the  University  proper  amounted  to  $170.90  million  during  FY  1995.  Of 
this  amount,  28  percent  was  spent  in  the  local  region,  another  22  percent  elsewhere  in 
Massachusetts,  and  50  percent  outside  Massachusetts. 

Direct  student  expenditures  are  estimated  at  $56.01  million,  of  which  89.6  percent  was 
spent  in  the  local  area,  7.7  percent  elsewhere  in  Massachusetts,  and  2.6  percent 
outside  Massachusetts. 

Direct  visitor  spending  is  estimated  at  $3.02  million,  all  of  it  local. 

For  a  number  of  reasons  discussed  in  this  report,  the  figures  for  student  and  visitor 

expenditures  are  almost  certainly  substantial  underestimates. 
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II.  Economic  Impact  Analysis — The  Concept 

A  university  such  as  the  University  of  Massachusetts  Amherst  has  major  social 
significance,  which  is  largely  realized  in  its  influence  on  all  elements  of  its  broader 
community.  A  university's  influence  is  most  clearly  expressed  through  the  education 
received  by  its  students,  who  register  its  effects  in  the  added  productivity  and  well-being 
they  experience  after  leaving.  Research  and  public  outreach  can  also  be  highly 
significant  influences;  at  universities  where  these  activities  are  pursued,  they  yield 
important  outputs  of  value. 

Approaches  to  measuring  impact.  Because  the  impacts  of  a  university  tend  to  be 
intangible,  measuring  their  social  importance  poses  a  difficult  question.  A  full  benefit- 
cost  approach,  following  an  economic  model,  would  attempt  to  measure  the  values 
embodied  in  university  activities  against  the  values  of  resources  used  up  in  the 
operation  of  the  university.  A  thorough  study  of  this  type  would  involve  in-depth 
surveys  and  analyses  of  former  students,  and  a  detailed  evaluation  of  the  many 
programs  pursued  by  university  personnel. 

Another  approach  to  assessing  the  impact  of  a  university  in  somewhat  narrower  terms 
is  an  economic  impact  analysis.  The  economy  of  any  region  or  state  is  powered  by  the 
activity  of  the  many  firms  and  organizations  that  operate  within  its  borders,  ranging  from 
single-person  units  to  huge  entities  with  thousands  of  employees.  The  flow  of  revenues 
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and  expenditures  through  these  organizations  collectively  constitutes  the  economic  life 
of  a  region  or  state.  A  university  is  such  an  organization;  its  economic  impact  stems 
from  its  activity  as  resource  organizer  and  participant  in  the  economies  of  the  region 
and  state. 

Economic  impact  analysis.  Revenues  flow  into  a  university  from  student  tuitions  and 
fees,  state  and  federal  allocations,  private  gifts,  and  payments  made  by  visitors. 
Expenditures  flow  out  as  faculty,  staff,  and  student  payrolls,  purchases  of  goods  and 
services,  capital  spending,  and  financial  payments.  In  the  ebb  and  flow  of  revenues 
and  expenditures,  universities  exert  an  important  influence  on  the  economic  fortunes  of 
the  states  and  regions  in  which  they  are  situated.  It  is  this  influence  that  we  attempt  to 
measure  in  an  economic  impact  analysis. 

Regional  analysis.  An  economic  impact  analysis  may  focus  on  a  particular  region 
within  a  state;  in  doing  so,  it  looks  at  the  flow  of  revenues  and  expenditures  generated 
by  an  entity  within  that  region,  especially  as  the  flow  originates,  or  occurs,  in  that 
region. 

The  University  of  Massachusetts  Amherst  is  a  major  locus  of  economic  activity  in 
western  Massachusetts.  One  focus  of  our  study  will  be  the  particular  region  within 
which  the  University  resides.  In  keeping  with  the  precedent  of  the  1990  economic 
impact  study,  we  define  the  University's  local  region  as  Franklin,  Hampshire,  and 
Hampden  Counties.  These  three  counties  are  arranged  in  a  tier  along  the  north-south 
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axis  of  the  Connecticut  River;  tiiey  include  most  of  what  is  called  the  Pioneer  Valley  of 
Massachusetts.  A  primary  goal  of  our  study  has  been  to  distinguish  revenues  and 
expenditures  that  originated  in,  or  were  made  within,  the  three-county  Pioneer  Valley 
region  in  fiscal  1995. 

State-wide  analysis.  We  are  also  interested  in  the  effects  of  the  University  of 
Massachusetts  Amherst  on  the  economy  of  Massachusetts  as  a  whole.  Accordingly, 
we  have  identified  those  parts  of  the  revenue  and  expenditure  streams  that  originated 
in,  or  were  directed  at,  the  other  counties  of  the  Commonwealth  in  fiscal  1995. 
In  accounting  as  accurately  as  possible  for  revenue  and  expenditure  flows  during  fiscal 
year  1995,  we  have  tried  to  reflect  activities  as  they  actually  occurred  on  the  Amherst 
campus.  As  a  consequence  of  this  focus,  our  aggregate  numbers  may  not  agree 
exactly  with  data  appearing  elsewhere,  for  example  in  the  University  of  Massachusetts 
Amherst  operating  budget.  For  accounting  or  organizational  reasons,  budget  numbers 
may  not  fully  represent  all  the  activity  that  an  economic  impact  analysis  must  account 
for.  For  example,  a  number  of  people  work  on  the  Amherst  campus  but  are  paid 
through  another  unit,  such  as  central  administrative  services  for  the  5-campus  system; 
these  people  may  not  appear  in  the  campus's  operating  budget,  but  should  be 
accounted  for  in  a  campus-based  economic  impact  analysis.  On  the  other  hand,  some 
revenues  apparently  accruing  to  the  Amherst  campus  in  reality  are  transferred 
elsewhere — tuitions  are  a  good  example  of  this;  the  effect  of  such  revenues  may  be 
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calculated  differently  in  a  budget  than  in  an  impact  analysis.  In  our  analysis,  we  have 
attempted  to  estimate  as  closely  as  possible  the  flow  of  revenues  and  expenditures  that 
actually  took  place  on  the  Amherst  campus  in  1995. 
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III.  Economic  Impact:  An  Overview 
Revenues  and  Expenditures,  Primary  Flows 

Figure  1  shows  the  aggregate  resource  flow  into,  and  disbursement  flows  out  of,  the 
broad  university  community,  together  with  a  regional  breakdown  of  these  flows.  We 
use  the  term  university  community  to  refer  to  the  entire  economic  university,  including 
the  University  proper,  present  and  past  faculty  and  staff,  students,  and  visitors.  We  will 
deal  with  each  of  these  component  parts  of  the  university  community  in  the  next  section 
of  this  report. 

Total  revenue.  Total  revenue  flowing  into  the  university  community  was  $599.75 
million  in  fiscal  1995.  Of  this  amount,  the  majority,  or  57  percent,  came  from  outside 
the  three-county  Pioneer  Valley  but  inside  Massachusetts.  Sources  outside 
Massachusetts  accounted  for  31  percent  of  total  revenue,  while  12  percent  of  the 
revenue  originated  from  sources  in  the  Pioneer  Valley. 

Total  expenditures.  Total  disbursements  are  divided  into  two  constituent  flows: 
"transfers"  and  "expenditures."  The  term  transfers  refers  to  payments  made  by  the 
University  proper  to  other  public  entities,  eventually  to  be  expended  by  them  in  some 
fashion.  Transfers  include  such  items  as  tuition,  taxes,  fringe  benefit  payments,  and 
deductions  for  health  and  retirement  programs.  The  term  expenditures,  on  the  other 
hand,  refers  to  spending  for  goods  and  services  by  the  various  elements  of  the 
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university  community.  It  is  expenditures  rather  than  transfers  that  are  the  main  focus  of 
the  economic  impact  analysis. 
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Transfers  ($184.53  million)  represented  31  percent  of  all  University  disbursements  in 
fiscal  1995.  The  bulk  of  these  (80%)  went  to  public  agencies  in  Massachusetts.  Most 
of  the  rest  was  federal  income  tax  paid  by  university  employers.  A  small  amount  ($1.29 
million,  or  0.7  percent)  went  to  local  communities,  primarily  the  Town  of  Amherst. 
Expenditures  on  goods  and  services  totaled  $415.22  million,  representing  69  percent  of 
total  disbursements  by  the  university  community  in  fiscal  1995.  The  bulk  of  these 
expenditures  ($271.16  million,  or  65  percent)  were  made  in  the  Pioneer  Valley  counties. 

Local  and  State  Revenue  Leveraging 

Revenue  "leveraging"  refers  to  the  idea  that  local  and  state  revenues  into  the  university 
enable  the  attraction  of  additional  revenues  from  outside.  In  examining  local 
leveraging,  the  focus  is  on  revenues  from  outside  the  region;  revenues  from  outside  the 
state  yield  information  on  state  leveraging. 

Local  leveraging.  From  the  standpoint  of  the  Pioneer  Valley,  the  leveraging  is 
enormous.  Of  the  total  $599.75  million  in  estimated  revenues  that  flowed  into  the 
university  community  in  fiscal  1995,  only  $70.74  million,  or  12  percent,  is  estimated  to 
have  come  from  the  three-county  area.  Considering  that  spending  by  the  university 
community  in  the  Pioneer  Valley  was  $271 .16  million,  we  can  see  that  for  each  $1 .00  of 
resources  the  university  absorbs  from  the  Pioneer  Valley,  it  returns  $3.83  in  spending. 
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State  leveraging.  At  the  state  level  leveraging  is  more  modest,  but  still  significant.  As 
the  diagram  below  illustrates,  the  $214.23  million  that  the  University  received  from  the 
Commonwealth  in  1995^  was  augmented  by  $385.53  from  other  sources.  This  is  a 
leveraging  ratio  of  1 .80. 

$385.53  million 


$214.23  million 

Federal  Government 

Student  Fees  & 

Resources 

Gifts 

Educational  Activities 

Commonwealth  of 

Visitors 

Massachusetts 

Investment/Other 

Income 

Secondary  Spending  and  Employment 

We  used  a  regional  input-output  analysis  to  estimate  the  impacts  of  economic  activity 
at  the  University  of  Massachusetts  Amherst  on  secondary  spending  and  employment. 


2  This  includes  both  the  regular  appropriation  and  state-funded  fringe  benefits.  It  appears  with  financial  aid.  grants 
and  contracts,  gifts,  and  other  income  in  our  calculation  of  State  non-student  revenues. 
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Input-output  analysis  is  a  way  of  accounting  for  the  linkages  among  economic  sectors, 
so  that  the  full  effects  of  an  economic  stimulus  in  one  sector  can  be  traced  through  all 
the  other  sectors  of  a  regional  economy.  This  type  of  analysis  takes  account  of  the  fact 
that  spending  in  one  sector  produces  a  ripple  effect  as  resources  are  spent  and  respent 
by  individuals  and  businesses  in  other  sectors.  This  ripple  effect  can  be  expressed  as 
a  multiplier  that  reflects  the  new  expenditures  and  employment  that  are  ultimately 
generated  by  the  initial  expenditure. 

University  multipliers.  Using  this  model  we  calculated  for  the  university  community  an 
expenditure  multiplier  of  2.6  and  an  employment  multiplier  of  2.0.  The  expenditure 
multiplier  of  2.6  means  that  $1 .00  of  increased  (or  decreased)  spending  at  the 
University  of  Massachusetts  Amherst  would  translate  into  an  increase  (or  decrease)  of 
$2.60  in  expenditures  in  the  Pioneer  Valley.  Thus  in  fiscal  1995,  through  the  multiplier 
effect,  one  dollar  spent  at  the  university  created  additional  spending  elsewhere  of 
$1 .60.  Similarly,  the  employment  multiplier  of  2.0  means  that  a  change  in  the  number 
of  employees  by  one  at  the  University  would  engender  a  change  of  one  additional  job 
somewhere  else  in  the  three-county  region,  yielding  a  total  job  change  of  two. 
With  these  multipliers  we  can  calculate,  for  example,  that  a  $15  million  cut  in 
expenditures  at  the  university  would  produce  a  total  reduction  of  $39  million  in 
economic  activity  and  284  jobs  (142  direct  and  142  secondary)  in  the  region. 
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IV.  The  University  Community: 
Spending  Units  and  Interconnections 

As  we  have  observed,  the  university  community,  broadly  defined,  can  be  viewed  as 
comprising  four  major  spending  units:  (1)  faculty  and  staff;  (2)  the  university  unit  proper; 
(3)  students;  and  (4)  visitors.  Before  we  look  at  the  individual  units  of  the  university 
community  in  some  detail  in  the  next  section  of  this  Report,  we  briefly  describe  here  the 
nature  of  the  interrelations  among  units  that  characterize  economic  life  in  the  larger 
campus  community. 

In  Figure  2,  we  depict  the  four  units  and  the  major  interconnections  among  them.  In 
essence,  each  unit  has  resource  flows  going  in  and  disbursements  going  out,  which 
must  be  in  balance. 

The  University  as  a  revenue  unit.  The  University  unit  proper,  the  largest  unit  in  terms 
of  revenues,  is  the  stimulus  for  the  other  three  units.  Revenues  flow  into  the  University 
proper  from  three  sources: 

•  non-student  revenues  of  $378.32  million 

•  student  tuition,  fees,  and  room  &  board  payments  of  $207.06  million 

•  visitor  admissions  and  purchases  of  $7.09  million 

Total  university  revenues  are  thus  $592.47  million.  (Note  that  in  this  model,  total 
expenditures  emanating  from  the  University  proper  in  four  streams — as  payroll  to 


Economic  Impact  Report 


Page  17 


faculty,  transfers,  purchases,  and  payroll  and  financial  aid  to  students — balance  this 
number  exactly.) 
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Figure  2. 
Economic  Impact  Overview 
Spending  Units,  Fiscal  1995 
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Non-student  revenues  come  primarily  from  state  and  federal  sources,  the  three  largest 
of  which  are  state  appropriations  of  $214.23  million,  out-of-state  financial  aid  of  $62.02 
million,  and  out-of-state  grants  and  contracts  of  $52.56  million. 
Student  payments  derive  mostly  from  their  own  resources,  augmented  by  payroll  and 
financial  payments  to  students  from  the  University  proper.  The  distribution  of  the 
$183.16  million  in  student  resources,  sorted  according  to  permanent  home  addresses, 
is  31  percent  from  the  Pioneer  Valley,  42  percent  from  the  rest  of  Massachusetts,  and 
27  percent  from  outside  the  Commonwealth. 

Visitors  are  shown  to  bring  $10.11  million  into  the  university  community,  of  which  $7.09 

million  goes  to  the  University  proper,  and  the  rest  to  the  local  area. 

Spending  units.  Faculty  and  staff  are  the  largest  unit  in  terms  of  purchases  of  goods 

and  services.  Total  faculty  and  staff  expenditures  in  fiscal  1995  are  estimated  at 

$185.29  million,  of  which  92  percent,  or  $169.69  million,  were  made  in  the  three-county 

region. 

Purchases  by  the  University,  the  second-largest  purchasing  unit,  amounted  to  $170.90 
million  during  the  year;  the  distribution  of  these  expenditures  was  28  percent  local,  22 
percent  elsewhere  in  Massachusetts,  and  50  percent  outside  Massachusetts. 
Student  purchases  are  estimated  at  $56.01  million  during  fiscal  1995;  the  distribution 
was  90  percent  local,  8  percent  elsewhere  in  Massachusetts,  and  2  percent  outside  the 
state. 
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Direct  visitor  spending  in  fiscal  1995  is  estimated  at  $3.02  million,  all  of  it  local.  For  a 
number  of  reasons  discussed  below,  the  student  and  visitor  numbers  are  almost 
certainly  substantial  underestimates  of  the  true  figures. 
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V.  Detailed  Revenue  and  Expenditure  Flows 

In  this  section  we  examine  in  greater  detail  the  income  and  expenditure  flows  of  each  of 
the  spending  units  of  the  university  community. 

Faculty  and  Staff 

Faculty  and  staff  (current  as  well  as  retired)  spend  their  incomes  on  goods  and 
services.  Our  estimate  of  this  spending  for  1995  is  $185.29  million  (see  Figure  3).  The 
primary  source  of  this  spending  was  the  University  of  Massachusetts  Amherst  payroll, 
which  amounted  to  $157.13  million  in  fiscal  1995.  This  is  the  net  payroll,  after 
deductions  for  federal  and  state  taxes  and  contributions  to  retirement  and  health 
programs.  The  net  payroll  approaches  what  can  be  regarded  as  "disposable  income." 
The  payroll  deductions  total  is  included  in  the  "transfer"  stream  of  disbursements  from 
the  University  proper. 

In  fact,  other  sources  of  income  flow  to  faculty  and  staff  that  do  not  go  through  the 
University  as  payroll,  such  as  royalties,  patents,  investment  income,  and  similar 
payments.  Income  from  these  sources  is  a  legitimate  component  of  the  overall  impact 
of  the  university  community.  Without  the  University,  these  flows  of  income  would  not 
enter  the  region.  Unfortunately,  we  have  no  information  on  the  magnitude  of  most  of 
these  other  sources  of  income. 
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We  do  have  data  on  two  other  sources  of  income:  payments  from  medical  insurance 
organizations  to  health  care  providers  who  deliver  services  to  faculty  and  staff  and  their 
dependents,  and  retirement  stipends  paid  to  former  employees  by  the  Massachusetts 
Retirement  Board.  Contributions  to  these  programs  are  treated  as  a  transfer  from  the 
University  proper.  In  contrast,  we  treat  the  payments  made  back  to,  or  on  behalf  of. 
University  employees  as  a  source  of  income  that  adds  to  the  total  they  have  available 
for  spending.  Our  estimate  of  income  from  these  other  sources  is  $28.16  million  for 
fiscal  1995;  it  originated  entirely  outside  the  Pioneer  Valley  but  inside  Massachusetts. 
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The  University  Proper 

Revenues.  In  the  previous  section  we  identified  three  main  revenue  streams  into  the 
University  proper: 

•  non-student  revenues  of  $378.32  million 

•  student  tuition,  fees,  and  room  &  board  payments  of  $207.06  million 

•  visitor  admissions  and  purchases  of  $7.09  million 

A  finer  breakdown  of  the  non-student  revenue  stream  into  its  five  main  components 
(appropriations,  financial  aid,  grants  &  contracts,  gifts,  and  other  income)  produces  an 
overall  picture  of  seven  revenue  sources  for  the  University  proper,  as  shown  in  Figure 
4.  The  largest  source  of  non-student  revenues  is  federal  and  state  appropriations, 
which  amounted  to  $221.60  million  in  fiscal  1995,  or  37  percent  of  total  revenues  to  the 
University  proper.  The  vast  majority  of  this,  97  percent,  came  from  enactments  of  the 
Massachusetts  General  Court.^ 

The  next  largest  single  source  of  revenues  to  the  University  proper  was  student 
payments  for  fees,  tuition,  and  room  and  board;  this  amounted  to  $207.06  million,  or  35 
percent  of  total  university  revenues.  Tuition  payments,  approximately  $50  million,  leave 
the  University  as  transfers  to  the  State's  General  Fund,  and  do  not  appear  as 
expenditures  in  the  region  or  state. 


'  The  ''State  appropriations''  categorv'  as  used  in  this  study  includes  the  appropriation  proper,  the  librarv' 
appropriation,  state-paid  fringe  benefits,  and  endowment  funds. 
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Financial  aid  is  the  next  largest  category  of  revenues.  We  treat  financial  aid  as  revenue 
entering  the  University,  even  though  some  of  it  is  earmarked  for  specific  students.  This 
source  amounted  to  $77.29  million  in  fiscal  1995,  80  percent  of  which  was  federal,  18 
percent  from  Massachusetts  exclusive  of  the  Pioneer  Valley,  and  2  percent  from  the 
three-county  region. 

Grants  and  contracts  amounted  to  $59.22  million  in  fiscal  1995.  These  are  funds  that 
were  actually  expended,  not  amounts  reported  as  awarded.  The  bulk  of  these  funds 
(89  percent)  came  from  sources  outside  Massachusetts — primarily  federal  agencies — 
while  1 1  percent  came  from  elsewhere  in  Massachusetts. 

The  other  three  sources  of  income  (gifts,  visitors,  and  "other  income"),  amounted  in  total 
to  $27.31  million,  or  about  5  percent  of  university  revenues  for  fiscal  1995.  Gift  and 
visitor  income  comes  primarily  from  outside  Massachusetts,  while  "other"  income,  an 
amalgam  of  many  diverse  items,  is  largely  local  in  origin. 

Expenditures.  In  Figure  2  we  depicted  the  four  major  disbursement  avenues  of  the 
University  proper:  transfers,  purchases,  faculty  payroll,  and  student  payroll  and  financial 
aid.  Here,  in  Figure  5,  we  show  a  slightly  different  look  at  the  same  data  (representing 
total  disbursements  of  $592.47  million),  with  five  disbursement  avenues. 
We  discussed  transfers  above.  Purchases  represent  the  money  spent  by  the  University 
on  goods  and  services  during  the  fiscal  year.  In  Figure  5  we  distinguish  between 
operating  expenditures  (normal  purchases  that  keep  the  University  functioning  on  a 


Economic  Impact  Report 


Page  28 


day-to-day  basis)  and  capital  expenditures  (building  construction  and  major  building 
improvements). 

Operating  expenditures  amounted  to  $164.22  million  in  fiscal  1995.  This  figure  includes 
all  purchases  made  on  behalf  of  the  Amherst  operation  that  went  through  the  primary 
Amherst  purchasing  system,  auxiliary  services,  the  Mullins  Center,  and  Central 
Administrative  Services. 

Of  the  $164.22  million  in  operating  expenditures,  we  estimate  that  $42.28  million  worth 
of  purchases,  26  percent  of  the  total,  were  made  in  the  three-county  region.  While  we 
believe  this  figure  to  be  reasonably  accurate,  it  is  strictly  an  estimate.  The  list  of  vendor 
locations  in  the  university  purchasing  files'*  is  not  a  totally  accurate  reflection  of  the 
locations  where  services  were  actually  performed  or  supplies  actually  purchased. 
Capital  expenditures  totaled  $6.68  million  in  fiscal  1995.  This  represents  work  funded 
through  the  standard  University  expenditure  system  as  well  as  work  pursued  by  the 
Massachusetts  Building  Authority.  For  the  regional  breakdown  of  capital  disbursements 
shown  in  Figure  5,  we  used  numbers  provided  by  the  University  of  Massachusetts 
Amherst  Physical  Plant  department  to  break  down  the  capital  expenditures  that  went 
through  the  University  purchasing  system,  and  applied  the  same  proportions  to  the 
capital  expenditures  of  the  Building  Authority.^ 

^  These  are  the  ''order  from"  addresses,  not  the  "remit  to'"  addresses. 

■''The  biggest  projects  during  the  1995  fiscal  year  were  repairs  to  the  Fine  Arts  Building  and  constniction  of  the 
Conte  Polymer  Research  Center.  Capital  expenditures  were  particularly  modest  during  our  study  year.  The  1996 
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In  Figure  5,  we  separate  financial  aid  from  student  payroll  and  combine  student  payroll 
with  faculty  and  staff  payroll  to  show  the  fourth  and  fifth  disbursement  avenues. 

Students 

As  those  who  live  in  the  Amherst  area  are  aware,  students  are  a  major  source  of  the 
resources  that  the  university  community  brings  to  the  Pioneer  Valley  economy. 
Essentially,  student  expenditures  pass  through  two  channels.  First,  money  flows  into 
the  University  for  tuition,  fees,  room  and  board,  and  other  incidentals;  this  money  later 
shows  up  in  the  expenditure  stream  of  the  University  itself  or,  in  the  case  of  tuition,  as  a 
transfer  to  the  State.  Second,  students  spend  money  directly  for  a  full  range  of  goods 
and  services,  such  as  off-campus  housing,  food,  clothing,  and  entertainment.  In  fiscal 
1995,  the  first  of  these  flows  amounted  to  $207.06  million,  while  direct  student 
expenditures  that  year  are  estimated  at  $56.01  million.  See  Figure  6  for  a  graphic 
breakdown  of  the  revenue  and  expenditure  streams  for  students. 
As  Figure  6  shows,  students  had  two  main  channels  of  revenue  to  support  their 
expenditures,  one  from  the  University  proper  in  the  form  of  student  payroll  and  financial 
aid,  and  the  other  essentially  from  resources  "brought  from  home."  These  have  been 
estimated  at,  respectively,  $79.91  million  and  $183.16  million  for  fiscal  1995. 


Capital  Outlay  will  allow  the  University  to  spend  $100  million  to  improve  facilities  between  1996  and  2000. 
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The  student  resource  flows  into  and  out  of  the  University  proper  are  known  with 
reasonable  accuracy,  on  the  basis  of  University  records.  However,  we  do  not  have 
good  data  on  direct  student  expenditures  in  the  community.  Better  data  could  be 
obtained  in  the  future  through  student  surveys.  For  the  present  report,  we  were  forced 
to  estimate  student  expenditures  by  taking  the  estimated  total  costs  of  attending  school 
in  1995,  as  determined  by  the  financial  aid  office,  and  adjusting  for  student  payments  to 
and  from  the  University.  To  estimate  the  regional  breakdown  of  resources  students 
bring  with  them  from  home,  we  used  students'  home  addresses.  Similarly,  to  estimate 
the  breakdown  of  direct  student  spending  we  used  local  addresses. 
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Given  the  data  difficulties  we  encountered  in  calculating  student  expenditures,  we  feel 
certain  that  our  estimate  of  direct  student  expenditures  is  a  considerable 
understatement  of  true  expenditures.  More  direct  data  collection  techniques  applied  to 
this  important  segment  of  the  university  community  in  the  future  could  remedy  this 
situation. 

Visitors 

Figure  7  shows  a  breakdown  of  estimated  expenditures  by  visitors  to  the  University.  As 
was  the  case  with  student  expenditures,  visitor  expenditures  are  essentially  of  two 
types:  those  made  to  the  University  proper  for  such  items  as  cultural  events,  goods 
from  the  University  Store,  hotel  services,  and  sporting  events;  and  those  made  directly 
into  the  local  economy,  such  as  expenditures  for  food  and  lodging. 
Spending  by  visitors  that  passed  to  the  University  proper  in  fiscal  1995  is  estimated  at 
$7.09  million.  The  regional  impact  of  these  funds  is  registered  through  the  spending 
patterns  of  the  University  and  its  faculty  and  staff.  Good  data  do  not  exist  to  detail  the 
region  of  origin  for  each  of  the  six  visible  expenditure  channels  shown  in  Figure  7.  For 
several,  therefore,  we  had  to  make  the  assumption  that  the  regional  breakdown  of 
visitor  resources  was  similar  to  the  breakdown  in  channels  for  which  we  did  have  good 
data.  On  this  basis,  we  estimate  that  21  percent  of  visitor  resources  in  fiscal  1995 
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came  to  the  University  proper  from  the  Pioneer  Valley,  35  percent  from  elsewhere  in 
Massachusetts,  and  44  percent  from  outside  Massachusetts. 

Direct  visitor  spending  off  campus  is  estimated  at  $3.02  million,  all  of  it  directed  to  the 
Pioneer  Valley  counties.  We  made  this  estimate  using  the  only  piece  of  hard  evidence 
we  had,  a  survey  of  spending  by  conference  attendees  in  1992.  We  updated  this  result 
to  reflect  University  Conference  Service  revenues  in  fiscal  1995,  but  this  number  is 
almost  certainly  a  substantial  understatement  of  direct  visitor  spending.  A  thorough 
survey  of  visitors  would  have  to  be  undertaken  to  obtain  accurate  data. 
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Conclusion 

The  University  of  Massachusetts  Amherst  is  a  very  significant  contributor  to  the 
economic  life  of  the  local  region  and  the  Commonwealth  as  a  whole.  The  University 
achieves  this  stature  through  its  function  as  a  magnet  for  funds  from  outside  the 
Pioneer  Valley,  a  catalyst  for  local  spending,  and  a  multiplier  of  resources  and 
employment  in  the  region.  The  fertile  economic  activity  of  the  university  community  is 
not  merely  self-contained;  it  stimulates  reflected  and  magnified  activity  in  the  region  of 
which  it  is  a  part — and  beyond. 

The  cultural,  intellectual,  artistic,  and  leisure  life  of  the  greater  Amherst  community  is 
undoubtedly  enhanced  in  many  important  ways  by  the  presence  of  the  University,  and 
these  benefits  are  mutual,  in  that  the  University  is  enriched  by  the  values  and  pursuits 
of  the  people  of  the  Pioneer  Valley.  This  report  has  attempted  to  demonstrate  that  in 
the  realm  of  economic  activity  as  well,  the  University  of  Massachusetts  Amherst 
contributes  powerfully  to  the  quality  of  life  in  the  region. 
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Appendix:  Supporting  Data  Tables 

The  following  tables  show  more  detailed  breakdowns  of  the  resource  and  expenditure 
flows  discussed  above. 
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